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HELPING UNLEASH  
INTERNATIONAL CLEAN  
TECHNOLOGY INVESTMENT 
 
 
“We, on our part, are committed to undertaking nationally appropriate mitigation and adaptation  
actions which also support sustainable development. We would increase the depth and range of 
these actions supported and enabled by financing, technology and capacity-building with a view to      
achieving a deviation from business-as-usual.”  
    Joint statement by Brazil, China, India, Mexico and South Africa to the G8 (Sapporo, Japan, 2008) 
 
Avoiding runaway dangerous climate change will require a multi-trillion dollar investment in clean technology in 
developing countries over the coming decades. International negotiations currently underway on a post-2012  
climate agreement must pave the way for this investment to occur. With much of the investment needed in the 
Asia-Pacific region, Australia is well positioned to play a leadership role and also benefit from the already  
emerging global clean technology economy.   
 
According to the Government, helping to shape a global solution is one of three “pillars” of its Climate Change 
Strategy. Indeed, given Australia’s, and the region’s, high vulnerability to climate change impacts, strong  
international action to reduce emissions is clearly in the national interest. Much of our current prosperity is linked 
to development in Asia. Investments to help clean up that development and protect it from the impacts of climate 
change are investments in our future prosperity.   
 
Yet the Green Paper is silent on how Australia’s Carbon Pollution Reduction Scheme will directly support this 
international objective. 
 
The Carbon Pollution Reduction Scheme provides an opportunity for Australia to help unleash the scale of clean 
technology investment needed in our developing country neighbours. At least 10% of revenue raised from the 
sale of carbon pollution permits should be invested in developing countries to help them reduce greenhouse gas 
emissions and adapt to the impacts of climate change. A guaranteed stream of funding from Australia and other 
developed countries will also be an important signal to developing countries and, with appropriate conditions, can 
help “shape a global solution” in climate talks. 
 
This policy brief outlines how Australia can play a leadership role during the post-2012 climate change  
negotiations by helping to kick-start the public and private investments to drive the international clean  
technology revolution.   
 
 
THE EMISSIONS TRADING DIVIDEND 
The Carbon Pollution Reduction Scheme to be introduced in Australian in 2010 will generate billions of dollars of 
revenue through the auctioning of emissions permits. Indicatively, in Climate Institute commissioned economic 
modelling this “emissions trading dividend” is estimated to be worth $7-20 billion in 2020 (Figure 1.), assuming 
auctioning of all permits.  
For comparison only, $7 billion is more that the 2007-08 budget allocated to community services ($5.9 bn) and 
$20 billion is more than that allocated to defence ($19.88 bn) or education ($17.75 bn). 
The exact size of the dividend will ultimately depend on the strength of the emissions cap to be set by the  
government, with a stronger the cap resulting in a higher permit price and a larger dividend. The bulk of the  
dividend should be directed towards Australian families, communities and industries to support the transition to a 
low-carbon economy.  
 
What is missing from the current policy debate is the opportunity for Australia to invest a portion of the emissions 
trading dividend to leverage international climate change action. Over the period 2010-2020 this could generate  
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up to $11 billion, much of which can be used to help unleash private investment in clean technology in the Asia-
Pacific region. The remainder should be used to reduce emissions from deforestation and to help meet our re-
sponsibilities to assist vulnerable countries to adapt to the impacts of climate change. 
 
The idea of allocating funds from domestic emissions trading for climate change action in developing countries 
is not without precedent. The Garnaut Climate Change Review recommended that high income countries  
commit to an “International Low Emissions Technology Commitment”, to be funded through a 20% share of 
emissions trading revenue.1 The Review envisioned this money being spent either internationally or  
domestically – a suggestion that fails to send a clear signal to the international community of Australia’s com-
mitment to supporting developing countries to reduce emissions. 
 
Similar proposals have received high level attention in the US, where recent legislation considered by the  
Senate included dedicated proportions of auction revenue both to developing country adaptation and clean 
technology investment.2 This received the significant backing of leading faith and development groups.3 
 
Figure 1: The emissions trading dividend4  
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LEADER: 20% reduction on 1990 levels by 2020
 
 $20.6 billion revenue in 2020 (1.5% GDP) 
 
FOLLOWER: 1990 levels by 2020 
 
 $7.2 billion revenue in 2020 (0.5% GDP)  
 
 
Based on econmoic modelling for The 
Climate  Institute by Monash University 
(Hatfield-Dodds, Jackson, Adams and 
Gerardi (2007), Leader, follower or free 
rider? The economic impacts of different 
Australian emission targets, The Climate 
Institute, Sydney, www.climateinstitute.org.au)
 
 
 
ENGAGING DEVELOPING COUNTRIES IN THE SOLUTIONS TO CLIMATE CHANGE  
 
By 2030, developing countries in Asia are expected to be the main source of global greenhouse gas emissions 
and will also account for the largest share of global financial investments (28% by 2030).5 As potential world  
leaders in certain low-emission technologies, including carbon-capture and storage and renewable energy,  
Australian businesses stand to benefit from new export opportunities. 
 
Action in developing countries is crucial to achieving deep and lasting cuts to global greenhouse gas emissions. 
While around 75% of greenhouse gases built up in the atmosphere has been due to pollution in industrialised 
countries, the global emissions profile is rapidly changing.  
 
According the Intergovernmental Panel on Climate Change (IPCC), between now and 2030 up to three quarters 
of the growth in global carbon dioxide emissions will be in developing countries.6 To avoid locking in dangerous 
runaway climate change, emissions in developing countries must peak no later than 2020 and decline rapidly 
thereafter.7 This assumes industrialised countries take the lead, by reducing their combined emissions by around 
30% below 1990 levels by 2020. 
 
The coming decades provide a unique window of opportunity to lock-in a low-carbon future for developing  
countries. By 2030 it is projected that developing countries as a whole will account for approximately one-third of 
global GDP and 40% of total global financial investments.8 Much of this investment will occur in the power,  
transport and industrial sectors where investment lifecycles are generally between 10-50 years.9 This means that 
investing in clean technology now will secure emission savings for decades to come.  
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Preliminary analysis indicates that tens of billions of dollars will be needed annually to shift to clean technology in 
developing countries.   
 
• Offering a “ballpark estimate,” the United Nations Development Programme (UNDP) has called for an 
annual investment of USD25-50 billion to facilitate access to climate-friendly technology in developing 
countries.10  
• In the power sector alone the World Bank estimates that USD20-30 billion per annum is required to 
shift to low-emission technologies in developing countries.11  
• The UN Climate Change Secretariat estimates that by 2030 about USD92-97 billion will be needed for 
greenhouse gas abatement in developing countries.12  
• The International Energy Agency (IEA) estimates that an additional investment of approximately 
USD27 trillion is needed in non-OECD countries over the period 2010-2050 to achieve a 50%  
reduction in global energy sector emissions.13 However, the IEA emphasises that the net cost will be 
substantially lower due expected fuel savings.  
 
These are not small sums of money, but represent only marginal impact to the global economy. Global GDP 
losses are expected to be below 3% by 2030, representing a slowing of GDP growth of less than 0.12% per  
annum.14 Moreover, a full cost-benefit analysis shows that there are likely to be net economic benefits from  
investing in clean technology.  For example, it estimated that under-investment in the energy sector is curtailing 
economic growth by as much as 1-4% of GDP in some developing countries.15 
 
REMOVING BARRIERS TO PRIVATE SECTOR INVESTMENT 
 
Given the scale of investment needed, it is inevitable that the private sector will have a major role to play. A key 
challenge for international climate change policy is to remove the barriers that currently limit private sector  
investment in clean technology. A summary of barriers to clean technology is provided in Table 1. 
 
Not surprisingly, limited access to capital is the number one barrier to clean technology in developing countries.16 
In many instances up-front capital costs for clean technology are considerably higher than emission-intensive 
options. This, combined with a perception of greater risk associated with investments in new technology, makes it 
difficult to attract potential investors.       
 
The domestic legal and policy setting in many developing countries has also been highlighted as a barrier to the 
up-take of clean technology in developing countries. Of particular concern are the subsidies provided to emission 
intensive industries, making it difficult for clean technology to compete. Other constraints at the domestic level 
include limited technical capacity, insufficient awareness of clean technology options and the lack of clear  
government policies to support clean technology.  
 
 
Table 1: Barriers to private sector investment in clean technology17 
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Barrier Key Characteristic 
Info rmation Clear and persuasive in formation about a new product at the time investors are 
planning to invest 
Transaction costs The indirect costs of a decision to purchase and use equipment 
Buyer’s r isk Perception of risk (which  may diffe r from actual risk) 
Finance Costs relative to alterna tive technologies; absolute costs; imperfections in market 
access to funds 
Capital stock turnover Sunk costs; tax rules tha t reward long depreciation periods; inertia 
Excessive/ ine fficient 
regulation 
Regulation must keep pace with developing policy objectives 
Capacity Capacity to  introduce technology or use technology is no t sufficient 
Uncompetitive market price For example, where scale economies and learning benefits have not yet been realised 
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INTERNATIONAL CLIMATE DIPLOMACY 
 
International climate change negotiations are currently underway, with the aim of having a new and stronger 
treaty in place by end of 2009. It is in Australia’s national interest to secure a strong international legal framework 
for action on climate change. For the practical reasons outlined above, this must include commitments from  
developing countries to cut emissions.  
 
During the 2007 UN Climate Change Conference in Bali, developing countries for the first time signalled their  
willingness to take on measurable and verifiable obligations to cut emissions. However, this pledge to reduce emissions 
is contingent on financial and technical support from industrialised nations.   
 
Under the UN Framework Convention on Climate Change developed countries, including Australia, have made 
commitments to provide funding and support for clean technology in developing countries.18 Yet to date funds 
remain limited, placing a handbrake on global efforts to curb greenhouse gas emissions.   
 
Without a significant up-scaling of financial support for clean technology, developing countries are unlikely to take 
on stronger emission reduction commitments under the post-2012 agreement on climate change. In the interest of 
a global deal on climate change, it is crucial that the negotiations on a post-2012 agreement produce new and 
substantive financial commitments from industrialised countries. 
 
As part of the ongoing UN climate talks, a number of proposals have began to emerge of how developed and 
indeed some of the richer developing nations might help provide funds, but Australia has remained largely silent.19 
 
Australia is well placed to show leadership in international clean technology investment. By making a unilateral 
commitment to spend 10% of the emissions trading dividend in developing countries, Australia will substantially 
increase its bargaining power during international climate negotiations. Australia will be sending a clear signal to 
the rest of the world that it is serious about achieving deep and lasting cuts to global greenhouse gas emissions. 
Convincing other high income countries to back similar funding schemes would significantly enhance the  
momentum towards an effective global climate agreement. 
 
PRIORITIES FOR THE POST-2012 AGREEMENT 
 
The post-2012 climate change agreement can provide a vehicle for increasing investment in clean technology in 
developing countries. Progress in three key areas will be of particular importance. 
I. Clean Technology Funding Mechanism 
The post-2012 climate change agreement must include provisions for a Clean Technology Funding Mechanism to 
remove barriers to the up-take of clean technology in developing countries. These funds should support the  
following: 
 
• Concessional loans for clean technology in developing countries;  
• Grants to cover the incremental costs of clean technology in least developed countries;   
• Full-cost financing of demonstration projects to support the commercialisation of new technologies;  
• Full-cost financing for training, capacity building and policy reform to strengthen the enabling  
environment for technology transfer in developing countries; and  
• Ongoing support for completion, review and update of technology needs assessments for  
developing countries.  
 
The Clean Technology Funding Mechanism may be partially financed through a share of proceeds from existing 
and new flexibility mechanisms. However, to ensure funding is sufficient, reliable and predictable, the Clean  
Technology Funding Mechanism should also underwritten by high-income countries, based on agreed targets for 
annual revenue flows. It is also crucial that the new funding mechanism have sufficient UNFCCC oversight. In line 
with the negotiating roadmap adopted in Bali last year, contributions to the fund must be measureable, reportable 
and verifiable.  
 
As already discussed, Australia can show a leadership role here by committing 10% of the domestic  
emission trading dividend to support climate change action in developing countries. A portion of this may be  
channelled through the Clean Technology Funding Mechanism. 
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II. International Carbon Markets 
The growth and expansion of the international carbon market should be a key aim of the post-2012 climate treaty. 
This must include links to mitigation activities in developing countries to provide investors with an additional  
revenue stream through the sale of international carbon credits.   
 
While the Clean Development Mechanism in its current form is fraught with issues, it is built on the right premise – 
providing a financial incentive to promote investment in clean technology. Without such an incentive, the private 
sector is unlikely to invest in clean technology ventures. The post-2012 climate treaty should seek to strengthen 
this incentive by building the international carbon market, while also establishing more robust rules to ensure the 
integrity of internationally traded carbon credits.  
 
III. Market Pull in Developing Countries 
The post-2012 climate change agreement needs to create the right market conditions in developing countries to 
attract private sector investment in clean technology. This can be achieved through a number of mechanisms. For 
example: 
 
• No-lose targets: The post-2012 agreement should include provisions for developing countries to take on 
no-lose emission reduction targets. This will provide an incentive for greenhouse abatement, but no  
penalty if targets are not met. Under such an arrangement, any greenhouse savings beyond this  
non-binding target could be sold on international carbon markets. This would create a financial incentive 
for the private sector to invest in clean technology in developing countries. 
 
• Fair and equitable graduation: As emissions grow and abatement capacity improves, some  
developing countries should begin to take on binding emission reduction targets. The post-2012  
agreement should establish a process and timetable for fair and equitable graduation of developing  
countries to binding targets. Locking in this graduation pathway would send a clear signal to the market 
and encourage early investment in clean technology in developing countries.  
 
• Sectoral targets: In addition to top-down no-lose targets for developing countries, the post-2012  
agreement should include agreed targets for emission-intensive sectors. This will stimulate investment in 
clean technology in these sectors, as well as overcoming existing trade exposure issues in the Australian 
economy.  
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17 Adapted from International Energy Agency (2008), Energy Technology Perspectives: Scenarios and Strategies to 2050, p215.  
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19 For example, see: Mitigation, including technology and finance, Submission by France on Behalf of the European  
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